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: People, Events, Techniques

people, events, techniques

Justice Department, Software Concern File Two Additional Suits
Against IBM; Manufacturer Announces Pricing Structure Changes

IBM, the leading maker of com
puters, has been hit again with two
more antitrust suits:
• The Justice Department filed
suit against the giant computer cor
poration, alleging IBM monopolizes
the $3-billion general purpose digi
tal computer market.
• Data Processing Financial and
General Corporation filed a suit
charging IBM with numerous vio
lations of the antitrust laws in the
manufacturing and distribution of
computer software and related
products and services. DPF & G
has petitioned the court to require
each IBM product and service to
be marketed and priced separately.
The new
suits bring
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three the antitrust actions taken
against IBM in less than two
months. The first to file a civil anti
trust suit was Control Data Cor
poration, which, like Data Proces
sing Financial, is asking triple dam
ages. (See news story M/S JanuaryFebruary ’69, pp. 14-15.) All three
plaintiffs have asked for jury trials.

Justice charges monopoly
The Justice Department’s anti
trust action climaxed a long investi
gation—the biggest of the Johnson
era—by alleging that since 1961
IBM “has attempted to monopolize
and has monopolized” the market
for general purpose digital com

puters, which represented more
that 95 per cent of all computer
sales and leases.
Like Control Data’s suit, the Jus
tice Department action was filed
under the seldom used Section 2 of
the Sherman Act, covering mono
polies. (Most Sherman Act suits
are for price fixing and other con
spiracies in restraint of trade, under
Section 1.)
The practices complained of by
the Justice Department are:
1. IBM quotes a single price for
a “package deal” offering hard
ware, software, and maintenance
services. The Justice Department
contends that this device was used
to discriminate among customers
5
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“by providing certain customers
IBM’s combining of software and
New Group Formed to
with extensive software and related
hardware in sales. It charged IBM
support in a manner that unreason
with discriminating in maintenance
Set Consultants’
ably inhibited the entry or growth
policies, intimidating users plan
Admission Standards
of competitors.”
ning to acquire competitive peri
2. IBM was charged with quash
pheral equipment “by threatening
A new association of manage
ing the sales prospects of newly de
to withdraw general technical sup
ment
consultants based on indi
veloped rival machines by simply
port,” and giving away software
vidual
rather than firm member
announcing new products of its
“free” to its users, which “merely
ship,
the
Institute of Management
own—even though production was
forces users to pay for the software
Consultants,
Inc., has been formed
a long way off.
as part of a single, ‘bundled’ price.”
by
a
group
of
consultants.
The company was also said to
IBM found DPF & G’s allega
Its
chief
purpose
is to set and
have introduced new models of
tions to be “completely without
administer
standards
for admit
computers “with unusually low
merit.” A spokesman for IBM said
tance
to
the
field.
Starting
in 1970,
profit expectations, in those seg
that “the conditions to which Data
it
will
grant
accreditation
to
man
ments of the market where com
Processing Financial apparently
agement
consultants
on
the
basis
petitors had or appeared likely to
now objects were in effect at the
among
other
standards,
the
re
have unusual competitive success.”
time the concern went into busi
sults
of
oral
and
written
examina
3. IBM was finally charged with
ness in 1961. Furthermore, they
tions.
having “dominated the educational
have been the basis of the relation
market” for digital computers “by
ships between IBM and all of its
granting exceptional discriminatory
customers for many years and have
Five sponsoring groups
allowances in favor of universities
been well known.”
The new institute is the outcome
and other educational institutions.”
IBM noted it had already an
of
a professionalization program
The Justice Department suit asks
nounced that by July 1, 1969, at
launched
three years ago by five
the court to order any necessary
the latest, it would make changes
major
management
consulting as
“divorcement, divestiture, or reor
in the way it charges for and sup
sociations,
the
Association
of Con
ports its data processing equipment,
ganization” of IBM.
sulting
Management
Engineers,
the
“which is apparently DPF & G’s
Association
of
Management
Con
current principal complaint ”
IBM rejoinder
sultants, the Society of Professional
Management Consultants, the New
Calling the government’s charges
England Society of Management
“unwarranted and without founda
Consultants, and the Canadian As
tion,” IBM replied, “This lawsuit
Government Issues
sociation of Management Consul
is the outgrowth of previously re
tants.
None of these groups, how
ADP Standards
ported discussions going on for
ever,
was
in a position to undertake
nearly three years between the Jus
a
certification
program because all
Data processing standards
tice Department and various com
accept
firms
as
members, and cer
adopted in the Federal Govern
panies in the data processing in
tification
must
be
individual.
ment in accordance with recently
dustry. IBM has cooperated fully
The
result
is
INCON,
organized
enacted legislation will be reported
in this review.
in
January
with
Marvin
Bower, a
in a new publications series re
“One of the key issues in these
director
of
McKinsey
&
Company,
cently launched by the National
discussions has been whether there
Inc., as president; Albrecht M.
Bureau of Standards. It is called
is sufficient competition in the data
Lederer, president of A.
Led
Federal Information Processing
processing industry or whether IBM
erer
and
Co.,
as
vice
president;
and
Standards Publication series (FIPS
has such monopolistic power that
Harvey
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Krentzman,
president,
fully effective competition does not
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Advanced Management Associates,
M. 4,000
. asso
 Collectively the series will con
Inc.,
secretary-treasurer.
of,“Evidence of the open and
stitute the official Federal Infor
INCON
starts with some 140
strongly competitive nature of the
mation Processing Standards Reg
founding
members,
most of them
computer business is abundant.
ister. It will report on federal ADP
senior
consultants
with
firms that
Virtually nonexistent 20 years ago,
 standardization activity and review
are members of ACME, AMC,
it has grown into a multi-billion
standards (in most cases with
SPMC, or NESMC. Another group
dollar industry that has attracted
technical specifications) of four
of experienced consultants will be
more than 60 manufacturers of
types: hardware, software, appli
admitted under a “grandfather”
computer systems and some
cation, and data. The publications
clause later this year. Thereafter,
companies dealing in related equip
issued
far are available from the
it is planned, no members will be
ment support and services.”
Superintendent of Documents,
Data Processing Financial, a soft
Washington, D.C. 20402, at a price
admitted who have not passed the
of $1.30 for the seven.
ware producer, objects chiefly to
qualifying examinations.
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It is the founders’ hope that
INCON will provide a nongovern
mental means by which prospective

clients of management consultants
can identify individuals of demon
strated qualifications. There are,
ACME notes, some
manage
ment consulting firms in North
America and several thousand indi
vidual practitioners. Most of these
do not belong to any professional
group. Individual consultants vary
widely in background and ability.
At present, an ACME report
points out, “anyone is free to call
himself a ‘management consultant’
and to seek and serve clients, and
there is no publicly acceptable
means by which interested parties
can identify qualified practitioners
in the field.”
In the absence of governmental
licensing (which the consultants
are not seeking), INCON’s certifi
cation program will be more com
parable to the voluntary certifica
tion systems of the Public Relations
Society of America and the Insti
tute of Chartered Life Underwriters
than to the certification granted by
the American Bar Association,
American Medical Association, or
AICPA. Its proponents hope, how
ever, that eventually the INCON
certificate will become well enough
known to give its holders a com
petitive edge over presumably less
well trained and less ethical con
sultants.
The Canadian consultants, who
participated in INCON’s early
planning, now have the jump on it.
The Institute of Management
Consultants of Ontario has an
nounced it will require written ex
aminations as a condition of ad
mission; the first examinations were
scheduled for mid-December of
1968. A candidate for the examina
tion must have a university degree
or be a chartered accountant and
must have had three years’ recent
experience as a practicing manage
ment consultant.
Officers of the Ontario group are
Peter J. Taylor, Price, Waterhouse
Associates, president; Dr. J. Kates,
Kates, Peat, Marwick & Co., vice
president; D. A. Sloan, Urwick,
Currie & Partners, secretary; and
Published by eGrove, 1969







• Management Services in
augurated a new cover for
mat with its January-Febru
ary issue. The covers from
now on will employ original
art based on one of the maga
zine’s several fields of inter

The designs are the crea
tions of Herb Kearse, Publi
cations Division staff artist
and art director for Manage
ment Services.

K. R. Oswell, P. S. Ross & Partners,
treasurer.

Management Information

Systems Professional
Group Organized
A new professional Society for
Management Information Systems
is being formed by a nine-member
founding committee headed by
Robert V. Head, author and con
sultant, and
H. Schwartz, as
sistant controller, Atomic Energy
Commission.
Areas of interest for the new
organization are theory, applica
tions, methodology, and techniques
of management information sys
tems. Prospective members include
management systems directors, top
executives served by MIS, educa
tors in graduate schools of busi
ness, MIS resource people, and
members of the general public with
an interest in such systems.

Industrial Accountant
Is Hero of British

Television Series
While detectives, criminal law
yers, and Western heroes continue
to dominate American fictional tel
evision series, the British Broad
casting System has found a leading
character who inhabits a quieter,

if considerably more realistic, set
ting.
“Hardy Heating Co. Ltd,” the
new program, is telecast at 11:30
on Sunday morning, a prime view
ing hour in Britain. The story line
deals with the career and crises of
a chartered accountant who joins
the Hardy Heating Co. as chief
accountant. The villain of the piece
—or at least the character who sup
plies conflict—is a works director
who sees no need for an account
ant in the company.

Comments link episodes
A linking commentary for each
episode explains the major points
made in that program’s story. In
addition, the BBC has produced a
handbook containing explanatory
texts and cases bearing on the sub
jects dealt with in each of the se
ries episodes. The handbook is also
designed to tie in with the com
mentary accompanying each pro
gram. One reassuring note for
those who might feel a series built
around the corporate adventures
of an accountant represents too
great an overreaction against too
much TV violence. The actor who
plays the main character, John
March, is best known to British
audiences for his work in two TV
programs known, respectively, as
The Avengers and Danger Man.

Total Systems Revision

Repays Better Than

Speeding Operations
Companies that focus their com
puter efforts on improving their
basic information systems rather
than on speeding up the flow of
the information they already get
are most likely to show a profit on
their computer investment.
That is one conclusion drawn by
Lou
Hague, a principal in the
CPA firm of S. D. Leidesdorf &
Co., from a Leidesdorf survey of
130 companies that use computers
in their businesses.
3
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sented a variety of industry clas
sifications and varied greatly in
size; most had annual gross sales
volumes of less than $100 million.
Their experience with computers
ranged from one to twelve years;
the largest group had between
seven and nine years’ experience.
Of the 109 companies that had
measured the profitability of their
computer installations, all started
off with their equipment running
at a loss. In 16 companies the
computers continued to be unprof
itable; indeed, they have become
steadily less profitable over time
as poor systems continue to be ap
plied to an increased volume of
activity.
Sixty-one companies succeeded
in reversing the initial profitability
The Leidesdorf study found these patterns of computer profitability from
trend by changing equipment and
the time of installation to the present in those companies that measured it.
expanding operations, thus im
proving the efficiency of their data
formation system itself, the profit
In 32 companies, changes were
processing operations. Because
ability curve of their installations
made in the basic systems rather
their changes were only in equip
soon leveled off. Their systems con
than merely in the equipment.
ment, not in the management intinue to operate at a small profit.
This took longer than equipment

Stat Tab’s answer
to an over-worked
billing department:

The Automated
Accounts Receivable
System.

You’d expect a program like this
come from Stat Tab. It’s fast,
accurate, economical and informa
tive. Your statements are accurately
prepared-on time —each month.
In addition, you receive: An Aged
Accounts Receivable Report; An
Activity Card, listing the 12 month
activity of each account; Manage
ment Reports that analyze each
account, and Flexibility... allowing
you make changes whenever you
want. Stat Tab’s been answering
problems since 1936, our Auto
mated Accounts Receivable System
could be the answer for you. For
information, contact:

STATTAB
DATA SERVICE CENTERS
A Division of Statistical Tabulating Corporation .

The Answer Company

STC

National Headquarters: 104 South Michigan Avenue, Chicago, Illinois 60603

(312) 332-2484

Since 1936. Offices in principal cities coast-to-coast.
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stantly increasing costs of software.
Communications expense (for
communications tied into the com
puter either directly or for batch
ing) amounted to only 1 per cent
of the total computer expense
1960. By 1968, it had grown to 13
per cent of the total.

D&B Computer Data
Files Now Available

To Subscribers
This pie chart identifies the functional areas in which the 32 companies with
good results from their management information systems made gains.

improvement, and the computer
installations in these companies
took longer to become profitable
than those of the 61 with level
profitability curves. Once the
 prof
itability curve started upward,
however, it rose sharply and is still
rising.

Poor planning blamed
Mr. Hague attributes the rela
tive lack of computer success
the 98 companies with unprofit
able or low-profit installations to
planning deficiencies and the ab
sence or incompetence of func
tional and/or executive participa
tion in the project. He attributes
the success of the other 32 to
strong management, planning, and
control. This is typical of their ap
proach to business in general, he
notes; their after-tax profits on
sales over a five-year period were
nearly 6 per cent higher than the
profits on sales of the other 98
companies.
Successful management of a
computerized management infor
mation system, Mr. Hague con
cludes, requires an eight-step pro
cedure: Determine the company’s
objectives; pinpoint the objec
tives of the information system; set
up a plan; assign responsibility;
carry out the plan; evaluate the
results; respond to the results;
Published
by eGrove, 1969
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and monitor changes carefully.
Some of the study’s other find
ings:
The most profitable areas
computer application in the com
panies surveyed are: accounting
and finance, production control,
and inventory and merchandise
control. This is not only because
these are areas of high-volume
data production and use, according
to Mr. Hague; it is also because
they are the areas most sensitive
to improving control by improving
information.
There is a trend toward removal
of the computer function from the
control of the financial organiza
tion. In 1960, 76 per cent of com
puter executives in the companies
surveyed reported to finance; in
1968, 52 per cent. Executive man
agement now supervises the func
tion in 30 per cent of the compa
nies, and in 18 per cent it reports
other areas.

Rental costs declining
Rental or depreciation of com
puters and peripheral equipment
makes up a declining proportion of
the total cost of operating an EDP
system, from 55 per cent in 1960
41 per cent in 1968. This is the
result of two factors: the declin
ing costs of hardware on a percomputation basis and the con

Dun & Bradstreet’s files of basic
information on more than three
million commercial business estab
lishments in the United States and
Canada are now in a computer
data bank—the basis of a new mar
keting service being offered by
D&B.
The data bank, known
Dun’s
Market Identifiers, contains cur
rent market, sales, advertising, and
research data gathered by D&B’s
1,800 business reporters and thou
sands of correspondents in the
course of their business reporting
operations. The information, con
tinually updated and quickly re
trievable, can be used by sub
scribers to find new sales prospects,
define markets, determine market
potential, measure market penetra
tion, and maintain current mailing
lists.
For an initial fee of $165 per
1,000 market profiles, subscribers
can select establishments by line
of business, location, and/or size
and obtain such facts about them
nature of business and standard
industrial classification, number
employees, sales volume, credit
rating, year of founding, and ad
dress and zip code. Establishments
included in the data bank are man
ufacturers, wholesalers, retailers,
and most business service organi
zations.
In addition to its marketing ap
plications, D&B points out, the ser
vice can be helpful to banks and
other financial firms and to re
search and consulting organiza
tions.
5
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Management by Objectives, First Visualized as Rating Method,

Proves Valuable as Approach to Management, NICB Report Says
Management by objectives, ori
ginally proposed as a method of
appraising management perform
ance, has become in some com
panies an approach to the total job
of managing the firm. The result,
the National Industrial Conference
Board says, has been better per
formance by both companies and
individuals.
(The full report, published by
the NICB, has been released to all
Conference Board associates. Non
associates may order Managing by
—and with—Objectives from the
NICB, 845 Third Avenue, New
York, New York 10022. Cost for
non-associates is $17.50.)
This result, however, has not
been easy to achieve. The basic
idea behind management by ob
jectives—the better you know what

you are trying to do the more
likely you are to succeed in doing
it—is simple. Yet its application in
management presents many prac
tical difficulties. It takes most man
agers about two years of hard
work, NICB says, before they
really master the technique.

How plan works
In essence, management by ob
jectives works this way: Managers
at various levels of a company, in
conjunction with their superiors,
set specific goals for themselves.
They then measure their perform
ance in relation to these goals.
Many companies are using this
technique for performance apprai
sal, manpower planning, or com
pensation administration. As an

overall approach to the total job
of management, however, it is rel
atively new. NICB says it had to
wait six years for enough com
panies to accumulate enough ex
perience to make a full-scale study
worthwhile. Its study, which con
centrated on companies with the
“global” approach, is based on ex
tensive interviews in seventeen
companies and intensive case
study analyses of five.
The chief benefits of manage
ment by objectives, the study
found, are more precise, more use
ful planning and tighter control.
The tightening of control is com
bined, somewhat paradoxically,
with greater freedom of action for
most managers. That is because
the control tends to be self-control
by each manager rather than au

Are your Records
still spinning
at 78 RPM?
Are your property records as
outmoded as the 78 rpm phono
graph disc? If so, you won’t get
the quality playback you need
today.
Recordings made with the
techniques of 20 years ago are
not acceptable in today’s mar
ket. Likewise, inadequate or
improperly produced records of
plant assets are not acceptable
for tax assessment, insurance,
accounting, financing, sale or
purchase, acquisition or merger,
allocation of purchase price.
Marshall and Stevens’ ap
praisal services are finely-tuned
to provide precision playback.
Write or call our nearest office
for more information.

MARSHALL AND STEVENS

INCORPORATED /

BOSTON
185 Devonshire Street
CHICAGO
120 S. Riverside Plaza
DALLAS
312 Stemmons Tower East
DETROIT
17500 W. Eight Mile Road
LOS ANGELES
1645 Beverly Boulevard
MINNEAPOLIS
930 Plymouth Building
NEW YORK
25 Broadway
PHILADELPHIA
1420 Walnut Street
PORTLAND, ME.
53 Baxter Boulevard
ST. LOUIS
314 North Broadway
SAN FRANCISCO
41 Sutter Street
WASHINGTON, D.C.
1629 K Street, N.W.

APPRAISALS

The national appraisers with fully-staffed local offices

https://egrove.olemiss.edu/mgmtservices/vol6/iss2/2
March-April, 1969

11

6

thority imposed by his superior.
The companies studied also re
ported improved relations between
superiors and subordinates and be
 level
tween managers on the same
whose objectives must interlock.
In achieving these results the
companies reported two major dif
ficulties:
The objectives were not easy to
decide on. It was particularly diffi
cult to make sure that the goals set
for all managers were compatible.
Valid measures for determining
whether objectives were actually
achieved were hard to find.
There were disadvantages as
well as benefits: Some managers
concentrated exclusively on achiev
ing the specified goals, neglecting
other responsibilities that had not
been spelled out in the form of
objectives. And, in many compa
nies, to give managers the freedom
they needed to set and reach their
own goals required major organiza
tional and administrative changes.
Even so, the companies sur
veyed agreed, the benefits far out
weighed the difficulties.

Four Manufacturers

Expand Activities

In Time Sharing
Time sharing continues to boom
as more and more suppliers of in
formation processing services offer
new services or expand old ones.
Honeywell, Inc., will offer time
sharing service along with batch
data processing and contract soft
ware (including systems analysis
and customized or proprietary soft
ware packages) in regional com
puting centers to be established
throughout the nation. Other types
of service, such as remote batch
processing and specialized systems,
are being considered.
The January opening of Honey
well’s first service center, at Min
neapolis corporate headquarters,
marked the company’s entry into
the field of “retailing” data proc
12 by eGrove, 1969
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essing services, a field already oc
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cupied by most of the other major
computer manufacturers along
with a host of independents.
Six other Honeywell time-shar
ing centers are scheduled to be
opened this year in Chicago, Bos
ton, New York, Cleveland, Los An
geles, and San Francisco. Over the
next 18 months service centers will
be organized in each of the nine
cities besides Minneapolis where
Honeywell now operates customer
education and computing centers.
An eleventh center will be estab
lished in Atlanta next year.
Honeywell’s time sharing ser
vice, tailored to the remote prob
lem-solving needs of scientists, en
gineers, and the like, will employ
the new Honeywell 1648 time
sharing equipment announced in
January by the company’s compu
ter control division.

Six cities in CDC net
Control Data Corporation also
has established a national com
puter network to provide remote
access data processing to all major
metropolitan areas.
The system, known as CYBER
NET, consists of large-scale Con
trol Data 6600 computers in stra
tegic cities and medium-scale Con
trol Data 330 computers and termi
nals in lesser cities. All are linked
by high-speed telephone lines so
that problems too big for the
smaller units can be transferred to
the larger ones.
Six cities have 6600 systems:
New York, Boston, Washington,
Minneapolis, Houston, and Los
Angeles; one will be added soon
in Palo Alto, Calif. Eighteen other
cities have CDC data centers.

UNIVAC service expands
UNIVAC’s Information Services
Division has announced a new re
mote batch processing service by
which customers can use largescale UNIVAC 1108 systems from
their own offices.
With this service, called RPS
(Remote Processing Service), the

customer leases a terminal tied in
to a computer in a UNIVAC com
puter center. Each terminal, con
sisting of input-output equipment
interfaced to the central computer,
can communicate with any point
in the UNIVAC national network
of service centers. Terminals of
varying speed and capacity are
available.

New GE service
Another new service being of
fered by General Electric Com
pany makes time on large-scale
GE-600 computer systems avail
able to businesses on a service
bureau basis.
These systems can execute all
three modes of data processinglocal batch, remote batch, and time
sharing—concurrently and against
a common base. This means a user
can handle all his data processing
with a single system, a capability
that cannot be obtained from any
other system on the market, ac
cording to the General Electric
announcement.
Local batch processing may be
done at the GE-600 site; remote
batch processing, on the user’s site
by means of GE-115 terminals or
teletypewriters; and time sharing,
at any site by means of teletype
writer terminals.

Available first in East
Initially the service, called RE
SOURCE, will be available only in
the Washington, D.C.-Philadelphia
area; customers outside this area
may have it if they pay commu
nications charges. Other RE
SOURCE computer centers in
other metropolitan areas will fol
low.
RESOURCE will be offered un
der a new pricing structure which
also is being applied to GE’s reg
ular time sharing services. Custo
mers will be charged according to
their use of “resource units” (proc
essor time, file access time, mem
ory, priority factors, and applica
tion factors), with quantity dis
counts.

7
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Simulation Systems Used By Litton to Encourage
Foreign Investment In Greek Industries
With the aid of an elaborate
group of computer programs for
simulation of an enterprise, Litton
Industries is trying to induce for
eign investors to establish busi
nesses in two
underdeveloped

areas of Greece.
Under a contract with the Greek
government signed in May, 1967,
Litton undertook to bring at least
$60 million of outside investment
into Crete and the western Pelo
ponnesus within two years. In
order to do so, Litton has been
making economic studies and sug
gesting development projects.
To ensure that these projects will
turn out to be economically viable
enterprises, the Litton unit doing
the development planning, LittonGreece, designed LEO (for Litton
Enterprise Optimiser). LEO is a
simulation system used to project
the operating and financial results
of proposed projects and evaluate
their costs and benefits to both the
investor and the Greek govern
ment.

bear, such as the costs of develop
ing an infrastructure, temporary
losses in tax revenues, losses in
foreign exchange through a variety
of leakages, risks taken in guaran
teeing loans, and direct govern
ment contributions to the project.

Costs, benefits discounted
Costs and benefits to the govern
ment and/or the economy are pre
sented on a discounted present
value basis. These values serve as
a guide to the government in de
ciding whether to grant any spe
cial incentives that may be sought
by the investor. Such decisions
may have a significant effect on
the mode of financing the project,
which in turn will demand a reevaluation of the project’s benefits
on the part of the investor.

SELECTING
COST EFFECTIVE
COMPUTER
APPLICATIONS

Complete analyses furnished
For the investor, LEO produces
operational analyses, including
profit and loss statements, fixed
and variable cost analyses, and
breakeven analyses; such financial
analyses as debt service schedules,
dividend and depreciation calcu
lations, annual tax returns, cash
flow sheets, and pro forma bal
ance sheets; and analyses of such
key operating ratios as return on
investment, return on gross assets,
internal rate of return, and debt
service coverage.
For the government, LEO cal
culates the proposed project’s ben
efits to the economy, including
value added, foreign exchange
earnings, government receipts, and
contribution to gross national
product. It also sums up the costs
that the government may have to

Many of the calculations per
formed by LEO are straightfor
ward computations that could be
done—although more slowly—by
hand. But the use of the simulation
technique and of a computer (a
Control Data Corporation 330)
makes it possible to test a variety
of management policies and com
pare their results.
For example, policies that can
be varied include dividend pay
outs vs. retention of earnings for
expansion or reinvestment, repatri
ation policies for profits and capi
tal, depreciation and replacement
policies, alternative methods of fi
nancing, and pricing policies. The
results of each policy alternative
can then be measured in terms of
return on investment, profitability,
or any other criterion the investor
wants to use.

This concise document presents usable techniques for quantifying
an area of systems analysis usually left to guess-work. It includes
both subjective commentary on the underlying
for de
tailed analysis of comparable applications and methodologies for
performing such analyses. Sample forms for documentation are
provided. Computational techniques, such as a comparative anal
ysis matrix, to assist in the selection of cost-preferred applications,
are described in detail. Approaches and methodologies are pre
sented in the context of both long range, profit oriented analysis
and shorter range comparisons of required efforts.
The document will provide the reader with tools for the imple
mentation of
application comparisons within the boundaries
of applied time constraints.
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Even some of the more routine
calculations are relatively complex
because of Greece’s investment
laws and practices, which are con
fusing to most investors. For ex
ample:
• Depreciation laws in Greece
do not require the use of a con
sistent formula. A given piece of
equipment may be depreciated for
tax purposes by 3 per cent, 17 per
cent, 2 per cent, 23 per cent, 0 per
cent, and 12 per cent in successive
years. The usual procedure is to
take as much or as little deprecia
tion as is needed to minimize taxes
in the current year.
• There is no double taxation;
dividends are deductible from in
come before taxes. (Since a com
pany’s dividend and depreciation
policies are interdependent, opti
mum decisions require simultane
ous analysis of these variables.)

Investment
: •People,
Events, incentives
Techniquesare ap
plied differently in various regions
and among various industries.
Even social security taxes vary in
these ways.
• Repatriation of profits and
capital presents distinct decision
requirements for a company man
agement. Often policies must be
analyzed in detail even before the
investment application is made to
take maximum advantage of avail
able incentives.

Variety of projects
So far LEO has been used in the
evaluation of a number of projects,
including several hotels, a cattle
feed lot, a can manufacturing fa
cility, a canning plant, a sulphuric
acid and cement plant, and two
versions of a diversified develop
ment corporation.

In Rating Stocks, Security Analysts Look First

At Caliber of Management, According to Survey
“Caliber of management” is the
prime factor in determining secur
ity analysts’ evaluation of a com
pany’s stock, according to a ma
jority of 116 security analysts from
brokerage houses in New York,
Chicago, Los Angeles, and Boston.
The survey was taken by The
Whitehead Group of Companies,
a New York management consult
ing firm.
Among major factors affecting
stock growth, as ranked in the
security analysts’ view:

Top factor
Management caliber was rated
among the top three factors by 78
per cent of the analysts.
After management capability, 64
per cent voted for the type of in
dustry as a vitally important factor.
The third key factor, according
to 50 per cent of those surveyed,
was the company’s earning history.
Forty per cent of those respond
ing thought new products intro
duction was the next most impor
tant criterion of stock value.
Published
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Only 23 per cent considered
price earnings ratio to be among
the top three critical determinants.
Forty-seven per cent ranked it in
fourth, fifth, or sixth place after
other factors.
Sixty-six per cent rated recent
mergers or acquisitions as fourth
in importance or lower in deter
mining stock value.
A full 78 per cent found company
net worth the least important fac
tor in stock growth contribution.
The explanation: This balance sheet
evaluation comes into play only
when a company is liquidated.
Two-thirds of the analysts sur
veyed said they personally inter
view executives in companies they
research. They generally try to
reach the financial vice president
and if they cannot get in touch
with him attempt to see the chief
executive officer. Others, in de
scending order of importance in the
analysts’ view, are operations vice
president, marketing vice president,
research and development execu
tive, and, finally, vice president in
charge of public relations.

"Fourth” Federal Branch

Suggested to Deal With
Socio-Economic Problems
Creation of a fourth branch of
the Federal Government to serve as
a “national information generator”
on technological and socio-eco
nomic problems has been recom
mended by one of former Presi
dent Johnson’s science advisors.
The suggestion was made in an
address to the American Society of
Mechanical Engineers by Dr.
Nicholas E. Golovin, who was
technical advisor for aviation and
space technology in the Office of
Science and Technology, Execu
tive Office of the President, and is
currently working, under a Ford
Foundation grant, on an organiza
tional and functional model of his
proposed fourth branch of govern
ment.
This new organization, perhaps
to be called the “evaluation
branch,” would be concerned with
“the longer-range, inter-branch, in
ter-agency, interdisciplinary issues
which the existing organizational
structure finds difficult to face, to
understand, and to resolve.” It
would collect, interpret, and ana
lyze information; define potential
problems and needs; develop per
tinent alternative action plans;
evaluate results of established pro
grams; and keep the government,
business community, and public
informed.

Provide planning guidance
As envisioned by Dr. Golovin
this new mechanism would pro
vide guidance for national, re
gional, and local planning and
evaluation from a position outside
the existing governmental struc
ture. It would be relatively power
less itself; its basic role would be
that of “a catalyst in helping to
solve many of our complex na
tional problems.” It would, how
ever, be “the natural locus for a
national economic and technical
data bank, for data processing, and
for information dissemination.”
Management Services9
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Kimball Systems
Offers

Retail On-Line
Processing
A system for on-line processing
of retail sales data direct from the
point of sale has been introduced
by Kimball Systems Division
Litton Industries.
The system, known
SPAN,
combines punched sales tickets
with data transmission equipment
to provide instantaneous remote
computer processing of sales sta
tistics.
A number of stores are now using
sales tags prepunched with prod
uct-descriptive codes for computer
data processing. Typically, if the
computer is not on the premises,
the tags are bundled and mailed to
its location.

Using

Delays, mistakes eliminated
The SPAN system is designed
eliminate tag handling, mailing de
lays, and data inaccuracies resulting
from loss of tags. Data captured
directly from the punched tags,
combined with variable information
entered by keyboard, are recorded
on magnetic tape for instantaneous
or subsequent transmission, via
ordinary telephone lines, to a dis
tant computer. Kimball’s data col
lection terminal device is interfaced
with communication equipment
manufactured by Digitronics Cor
poration.
All the elements of the systempunched tags, a punched tag
reader, a keyboard for entering va
riable data, a magnetic tape re
corder, an acoustic transmitter, and
a computer-compatible converter
receiver—are now available indi
vidually. This is the first time, how
ever, according to Litton, that they
have been combined into a single
system.
SPAN is primarily designed for
use by multi-unit chains with a
central computer or by retailers
that process data at service bu
reaus. It would also be suitable,
Litton suggests, for such industrial

Kimball Systems' new SPAN system, a shoe store manager transmits a
day's sales statistics to a remote data processing center over telephone lines.
The telephone handset is inserted in the cradle of the transmitter.

applications as production control
and control of work-in-process and
finished-goods inventory. Terminal
devices could be installed at pro
duction points for direct data entry.

DOLLAR SAVINGS
COMPUTER STYLE!

Since last June the system has
been in operation on a test basis in
six J. C. Penney stores and six shoe
stores operated by the Meldisco
Division of Melville Shoe Corpora
tion. It is being offered for mid
summer delivery to other cus
tomers.

Flexible Sound-Slide
System Introduced

By 3M Company
Completely reconditioned and
fully guaranteed data process
ing equipment can be yours for
a fraction of the cost of new
equipment.
Available
IBM key-punch
units, IBM 360 and 1401 comput
ers, plus many lines of data pro
cessing equipment from other
well-known manufacturers. Each
is reconditioned with factory
parts to give you long, like-new
service at tremendous savings.
Contact us today for further
information and a complete cata
log sheet.

TLW
COMPUTER
INDUSTRIES

4 Executive Park East, N. E. P. O. Box 29763
Atlanta, Georgia 30329. Phone (404) 633-2579
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A projection system for sound
slide presentations that can be re
vised without resynchronizing a
sound track has been developed by
Company.
Instead of a synchronized tape,
the system records sound on a de
tachable magnetic track around
each slide holder. Thus, any por
tion of a sales, management, or
training presentation can be re
vised individually.
The picture can be changed by
inserting a new slide; the sound
can be changed by erasing the mes
sage on a single sound track and
recording a new message or by sub
stituting another detachable sound
track; and both picture and sound
can be changed by removing, add
ing, or replacing a slide holder.
15 10
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Western Union Will
Over TWX from

The Bell System

Take

A standard television set has been adapted to serve as a computer graphic
display terminal in this experimental system designed by IBM for RAND.

New Video Display System Employs Ordinary

The nation’s two major telegraph
exchange services, Western Union’s
Telex and the Bell System’s TWX,
are finally about to be combined.
The two companies have worked
out an agreement for WU to buy
TWX (Teletypewriter Exchange)
for about $80 million.
Subscribers to each of the ser
vices can exchange typewritten
messages and data with other sub
scribers of that service. TWX, es
tablished in 1931, has about 40,000
teletypewriter machines in custo
mer service, with annual revenues
of approximately $72 million. Telex,
introduced in 1958, has more than
26,000 subscribers and annual rev
enues of about $41 million.

Television Sets as Data Receivers
service
An experimental computer-based
“image distribution system” that
could some day make the televi
sion set as useful in the office as
the telephone has been developed
by IBM for The RAND Corpora
tion.

The entire project is supported by
the Department of Defense.

Images can be altered

A nationwide directory of more
than 300,000 lawyers, recorded ini
tially by the nonprofit Practicing
Law Institute, has been fully com
puterized.
From now on, under a new con
tract between the institute and
Fisher-Stevens, Inc., a computer
ized direct mail service organiza
tion, the latter will be the only
authorized source for the P. L. I.
list, maintaining and updating it.
Lists of attorneys may be re
trieved by field of specialty (pat
ents, antitrust, corporate, estate
planning, international, labor, mat
rimony, real estate, taxation); by
year of admission to the bar; by
employment category (law firm,
corporation, or individual practi
tioner); by state; by size of law
firm; by sales volume of corpora
tion; by number of employees; and
by various other criteria.

As with other video display sys
tems, the user can call up pictures,
graphs, or text stored in the com
puter and can change them or su
perimpose on them by means of a
keyboard or a light pen. The gim
mick is the use of standard 21-inch
television sets as computer ter
minals.

Defense-supported
Turning out the programing for
the tv screen are an IBM 360/40
computer, an IBM 1800 data ac
quisition and control system, a
scan converter to convert digital
data into television signals, and a
video-buffer disk. The system can
feed 32 remote tv sets simultane
ously; RAND has three now and
plans
add 29 more next year.
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National Listing of

Lawyers Available

The purchase, said Western
Union Chairman Russell W. Mc
Fall, “will make it possible for the
nation to enjoy the benefits of a
unified record message service, just
as it has long had a unified voice
service. Western Union is engaged
in building an integrated record
communication system to serve all
types of customers . . . The acqui
sition . . . will . . . broaden the base
for providing the nation with new
shared-use, computer-controlled
record communication services.”

History of negotiations
Western Union has negotiated
with AT&T for TWX off and on
since 1943. The acquisition was
recommended by the telephone
and telegraph committees of the
Federal Communications Commis
sion in 1966 to create an “inte
grated record message service.”
Teletypewriter machines used
by Bell System customers of dataphone service are not included in
the sale, nor are teletypewriter
machines used by Bell to provide
private line teletypewriter services.
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Korvette Discount

Installs Electronic
Credit Checking Plan
Sales clerks in stores of the E. J.
Korvette, Inc., chain now can ver
ify a charge customer’s credit in 25
seconds with the help of a “talking
computer.”
The new electronic credit veri
fication system is operated by NAC
Credit Corporation, which is, like
Korvette, a subsidiary of Spartans
Industries, Inc. It combines an
IBM System/360 Model 40 com
puter with an IBM Audio Re
sponse Unit, IBM 2260 CRT televi
sion-like display units, and Dicta
phone units.
When a customer presents a
credit card, the cashier dials the
computer center in Baltimore on a
touch-tone telephone, punching in
the sales data and account num
ber. The computer automatically
compares stored account data with
the credit request; if criteria are
satisfactory it authorizes credit by
voice, using a 48-word prerecorded
vocabulary. If the credit request is
questionable, it is passed on to the
authorization department, where
human clerks, viewing the credit
data automatically displayed on
the display units, make the deci
sion.

First use in chains
This is the first application of
the IBM electronic verification sys
tem to the chain store field, link
ing a multiple-city network
stores, according to Spartans. More
than half the 45 Korvette stores
have it.
The advantages for the store are
better control of credit and faster
service to customers; the new sys
tem makes credit purchases nearly
as fast as cash purchases.
From this system, says NAC, it
is “a small step, technologically
speaking” to a system capable of
letting customers make purchases
from their own homes by phone,
with the computer automatically

care of billing. However, NAC
“does not plan to undertake this
step in the immediate future.”

Remote Terminal Unit

Designed for Accountants

Introduced by Wang
Wang Laboratories, Inc., a small
New England computer manufac
turer, has announced that it will
introduce this month a remote-ter
minal data processing system that
was designed especially for ac
countants.

Special keyboard
Under its projected FAST (Fi
nancial Accounting Services and
Terminal) System, accounting de
tails are entered on a specially
designed keyboard at the Wang
input terminal in the accountant’s
office. There are separate keys for
debits, credits, account numbers,
I.D. numbers, categories, etc. Each
keystroke at the terminal is re
corded on a magnetic tape cart
ridge and also is registered on a
tape to provide a complete audit
trail.
At the close of each business
day, the FAST terminal is con
nected to a telephone. During the
night a computer at Wang head
quarters calls the phone, identifies
itself, and commands the trans
mission of all data stored during
the day. At the central computer,
all data are updated, reports are
printed in the form desired by the
individual accountant, desired ra
tios for analysis are computed, and
shipping labels and charges are
prepared. The morning after the
initial recording of the data, dupli
cate statements, with supporting
documents, are returned to the ac
countant by mail.
Further information can be sup
plied by Stuart Roberts, Wang
Laboratories, Inc., 836 North
Street, Tewksbury, Massachusetts
01876.
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Courses Offered by
Educational Group
A group of 45 programed courses,
developed by faculty members of
the Harvard Business School and
M.I.T., are being introduced by
Education for Management, Inc.,
Boston.
So far, ten of the courses, in the
disciplines “Marketing and the
Computer” and “Marketing Man
agement,” are available. The other
thirty-five, divided into seven dis
ciplines, will be offered through
the remainder of this year.
Education for Management, the
sponsor, is a subsidiary of the
Robert A. Farmer group of com
panies, management training spe
cialists, whose clients include the
AICPA, the American Institute of
Banking, and the American Man
agement Association.
Each of the course packages has
been designed for use by all levels
of management. This can be done
through the selection of case ma
terial for each course appropriate
to the management level being
taught. Basic conceptual material
for each course is the same for
all levels.
Cases used in the courses are
selected from the Intercollegiate
Case Clearinghouse at the Harvard
Business School.
final case problem will be used
for the examination in each course.
Participants will propose a writ
ten solution to the problem, which
will be evaluated by the staff.
EFM says the average partici
pant will devote approximately 12
hours to each course, plus an esti
mated three hours to prepare his
written analysis of the examination
case.
Courses which will become
available later in the year include
“Organizational Behavior”; “Gen
eral Management”; “Production
Management”; “Managerial Fi
nance”; “International Business”;
“Business Policy”; and “The Con
trol Function.”
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